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The 
President's 
Scratch-Pad 


¢ A difficult management problem aris- 
ing out of social legislation has been 
brought to the attention of the Associa- 
tion in recent weeks. It involves com- 
panies that operate under the Wages and 
Hours law in states that have merit rating 
provisions in their unemployment insur- 
ance laws. 

§ Improvement in business has made it 
necessary for companies either to put em- 
ployees on longer hours or to hire addi- 
tional workers. If the former is done, 
the concerns must pay time-and-one-half 
overtime under the Wages and Hours 
law; if additional temporary men are em- 
ployed, they will have to be released 
when demand falls off, which means that 
the companies will be penalized with a 
higher unemployment insurance tax. when 
merit rating becomes effective in 1941, 
1942, or 1943, depending on the state in 
which they operate, because future taxes 
will be based on present experience. 

§ Since the spread between rates of dif- 
ferent companies in some states may go 
as high as 4 per cent of the annual pay- 
roll, the incentive for stabilizing employ- 
ment and building up a favorable ex- 
perience is becoming very real. 

§ In difficult matters like this involving 
Unempioyment;-Lompanies are-usentiy” re- 
luctant to speak out because they do not 
want to risk the accusation that they are 
shirking their social responsibility. Yet 
they want to see unemployment dwindle 
and men get more money just as much as 
anyone else. 

g What to do in this situation? What- 
ever seems most economic will be best. 
In some concerns, where the heavier 
schedule will be of brief duration, it is 
planned to meet it by working longer 
hours and paying overtime. Circumstances 
will dictate policy, and each company 
facing the problem will work out a solu- 
tion and will survive the situation as simi- 
lar situations have been survived. The 
subject is one of the important items on 
the agenda of AMA’s January Finance 
Conference. 
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volume of industrial production at a level 





W. L. Batt Elected 
Chairman of AMA 


Board of Directors 


William L. Batt, President of SKF 
Industries, Inc., has been elected Chair- 
man of the Board of Directors of the 
American Management Association, it 
was announced this week by Alvin E. 
Dodd, President of. the Association. The 

“position tom™wiich Mr. Batt was ciected 
has been vacant since the death of 
James O. McKinsey, Chairman of Mar- 
shall Field & Company. Mr. Batt has 
been a member of the AMA Board of 
Directors since November, 1938. 


CHAIRMAN OF BUSINESS 
ADVISORY COUNCIL 


Mr. Batt has long been active in man- 
agement and engineering circles in the 
United States. A former President of the 
American Society of Mechanical Engineers, 
Mr. Batt was recently named Chairman of 
the Business Advisory Council for the De- 
partment of Commerce. He is also a 
Director of the National Association of 
Manufacturers, and Chairman, Division 
of Engineering and Industrial Research, 
National Research Council. 

Recognized as a leader of the interna- 
tional management movement, Mr. Batt 


(Continued on back page) 
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BUSINESS. 
OUTLOOK 


Good First Quarter 
in Prospect 


The belief that the first quatter of 
1940, even though it will be marked by 
some scattered declines, will be a gen- 
erally good period for business continues | 
to be voiced in the summaries on the ie | 
side pages of this bulletin. 


Business enters the new year with the 


about 30 per cent above that of the aver: 
age for the first half of 1939. Exishe 
ing unfilled orders are plentiful and they 
production of durable goods continues 
apace. y 


Confidence Improving 


Demand is strong in most lines and they 
inventory situation appears healthy. Manyq 
observers hail the recovery for the re 
newed confidence which it is instilling iny 
the public and in corporate management] 
“After this demonstration,’ one writes” 
“there should be wider understanding 
that the remaining unemployment is not) 
due to any ‘fatural-umit upon economic] 
activity. In fact no such limit exists® 
either at the 1929 or any other level 
short of the limit set by the available) 
labor ‘supply and productive machinery." 9 


However, a number of negative posses 
bilities loom up very importantly in they 
outlook, and the most important of these 
is the prospect that there will be a slump® 
in steel activities during coming months} 
Steel activity is a heavy component of7 
production indexes and any sizable change 
in its course profoundly affects the total z 
industrial figures. Buyers of steel haves 
been replenishing their inventories sinc’ ® 
the time when the war started. For somes 
time now, however, steel output has beet 4 
far above normal demand. Some declines 
have already occurred, and, according to. 
many observers, further curtailment is i) 
prospect. 5‘ 
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Brookmire, Inc. 
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Outlook 


The year-end rally in the seasonally adjusted 
index of industrial activity was followed by a 
setback in the first week of January; U. S. Steel 
Corp. reports that its shipments of finished steel 
in Dec. were nearly double a year ago; both the 
rubber and cotton industries consumed more raw 
products than a year ago (January 20). 


Industrial and financial forces indicate that the 
main trend in business should be upward; while 
some readjustment may occur before spring, the 
computed “Normal” level may well be ap- 
proached during 1940 for the first time since the 
nineteen-twenties (January 6-20). 


Business has continued to poke along, but t 
level of activity is still well within reach of t 
December highs; while a drop in industr: 
operations is a logical first-quarter expectation, 
seems a bit early to expect any out-and-o 
depression during the first half of the ye 
(January 20). 





Money and 
Credit 


If no new taxes are imposed, the debt at the 
end of next year will be $45,399,000,000; never- 
theless, a collapse of government credit in the 
near future is not in prospect, despite the high 
level which the debt will reach; the wealth of 
the U. S. is so great that this country can support 
a much larger debt (January 20). 


Though no important tightening of money 
rates that would cause serious decline in bond 
Prices is in early sight, forces are shaping up for 
a hardening of rates which foreshadow a descent 
from the abnormal plateau in bond prices; new 
capital flotations are expected to increase in 1940 
(January 13). 


During the latest week for which figures a 
available, excess reserves of all member ban 
totaled $5,380,000,000, which compares wi 
$4,447,000,000 six months ago and $3,436,001 
000 a year ago; loans and investments of repo 
ing member banks showed a slight gain over t 
previous week (January 20). 





Security 
Markets 


The sharp drop of prices has brought the ac- 
tual level close to the computed trend of the mar- 
ket; there has been, as yet, no breaking of the 
trend line, on the downward side, an event 
which would be strongly bearish; the movement 
of the market has not kept pace with the com- 
puted trend (January 18). 


Since the economic tide (aided by increasing 
foreign trade) is flowing upward, the 1940 out- 
look is for higher stock prices; considering the 
scope of the present intermediate downtrend, 
any new minor rally may well mark the incep- 
tion of an important uptrend (January 20). 


While a good part of the war spurt in stoc 
has now been lost, the action of the market 
itself is hardly a conclusive sign that a break 
business is ahead; the drop in stocks may mer 
represent delayed discounting of the expect 
first-quarter business decline (January 20). 





Production 


Distribution 


The estimate of the annual demand for steel in 
1940 has been increased to 40.8% of capacity 
from 39.6% a week ago; this estimate of the 
annual normal demand, however, is still far be- 
low the actual rate of output; steel production 
has already declined, and it is apparent that a 
further curtailment is in prospect (January 20). 


The higher production rates prevailing in mid- 
January are illustrated in four key lines for 
which weekly statistics are available: auto pro- 
duction is 28.1% higher than a year ago; the 
steel operating rate is 60.9% higher; electric 
power output shows a 14.2% gain (January 20). 


A year ago the machine tool industry w 
operating at 52.5% of capacity, but by Nove 
ber the rate had risen to 91.2%; with substz 
tial orders from domestic and foreign sourc 
the rate is expected to stay close to the latt 
figure for some months (January 20). 





Department store-sales during the week ended 
January 6 were 5% larger than a year ago as 
compared with an increase of 8% in the preced- 
ing week; the Federal Reserve Board reports that 
the annual sales of department stores were 5% 
larger in 1939 than in 1938 (January 20). 





Construction 


Both residential and non-residential contracts 
in December showed curtailment as compared 
with the volumes in both November and Decem- 
ber, 1938. Despite the poor showing in Decem- 
ber, total contracts for the full year 1939 were 
19.8% larger than in 1938 (January 13). 





Agriculture 


Figures covering department stores throughout 
the country show stocks to be low in relation to 
the current volume of sales; retail demand for 
automobiles has exceeded estimates (January 
20). 


During the latest week for which figures a 
available, department store sales were 5% abo 
a year ago (January 20). 





During 1940, construction will feel the stimu- 
lus of a large housing backlog, but the danger 
of rising costs will bear watching; industrial con- 
struction should fare best under war conditions 


(January 6). 


The F. W. Dodge four-week daily average 
residential building contracts stands at $3,3% 
000, which compares with $4,891,000 a mon 
ago and $3,522,000 a year ago (January 20). 





The Department of Agriculture’s seasonally 
adjusted index of farm income stood at 74.0 for 
November (1924-9=100) ; this was 2.1% high- 
er than in October and 6.5% above November, 
1938 (January 6). 


The average price of wheat is now $1.01 
bushel, which compares with $0.98 a month a; 
and $0.71 a year ago; cotton is quoted at 10.7 
a pound, compared with 10.65¢ a month ago a 
8.53¢ a year ago (January 20). 


~~ 





Commodity 


In the week ended Jan. 6, the price index of 
farm products, which reflects national income, 
staged its third consecutive advance; this gain 
was more than sufficient to offset a slight rise in 
the price of manufactured goods; consequently 
the purchasing power index rose to 76.3, the 
highest level since the end of 1938 (January 20). 


The economic cycle promises rising commodity 
prices—accentuated under prolonged war; basic 
domestic recovery itself is capable of generating 
a sizable advance in the price level (January 6). 


Moody's Spot Commodity Price Index stan 
at 165.5, which compares with 167.3 a mon 
ago and 142.9 a year ago (Dec. 31, 1931=10( 
(January 20). 





Labor and 
Wages 


The number of persons employed in the U. S. 
rose to 42,415,000 in November from 42,324,000 
in October; this increase was more than sufficient 
to offset the gain in the supply of workers as the 
result of the increase in population; the number 
of unemployed in November stood at 9,763,000 
(January 13). 


The Bureau of Labor Statistics’ index of fac- 
tory employment registered 103.8 in November, 
which compares with 103.6 in October and 93.3 
in November, 1938 (1923-5=100) ; factory pay- 
rolls in November were 0.2% larger than in 
October and 20.6% above November, 1938 


(January 6). 


Despite the clamor for Wagner Act amen 
ment, close observers believe that the chanc 
are poor for such action in 1940; however, if t 
Administration does not make appropriate p 
sonnel shifts in the NLRB, Congress is expect 
to add two persons to the Board (January 13 





Foreign Trade 
and 
Conditions 








Although loans made or to be made by the 
United States to foreign countries are often sub- 
ject to criticism, an analysis of the situation with 
respect to the proposed loans to Norway and 
Sweden would indicate that the proposals are 
sound; the Scandinavian countries have always 
maintained their credit (January 20). 





Absence of any fanfare over Allied purchases 
should not be allowed to obscure the rise in 
foreign trade; merchandise exports for Decem- 
ber leaped to the highest level since March, 
1930; gains were large in exports of cotton, air- 
craft, steel, copper, chemicals and machinery 
(January 20). 





Customs revenues for the last half of 19 
were about $18,000,000 ahead of the simil 
period for 1938, but a slump in imports is « 
pected for January through June, 1940, and gc 
ernment experts anticipate a substantial decrez 
in receipts (January 13). 
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Industry has not entirely regained the levels 
at which it left off before the holidays; order- 
backlogs continue to shrink, notably in some 
heavy goods lines; increases in consumer income, 
however, are becoming more apparent in retail 
trade, which reports a good showing between 
Christmas and mid-January (February). 


Business enters 1940 with the volume of in- 
dustrial production about 30% above that of the 
average for the first half of 1939; present levels 
are so relatively high, and unfilled orders so 
considerable, that business can look forward to 
a pretty good first quarter (January 15). 


Some may feel that the new all-time peak in 
production is due only to the war, but war orders 
have been of little importance, except in 
aviation and machine tools; the war only stimu- 
lated the will to spend; business was ready to 
move ahead: whenever any--incentive appeared, or 
confidence was established (January). 
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Bank clearings (22 cities) totalled $26,595,593 
in December, or 17.7% above November and 
4.0% under a year ago; the adjusted Insolvency 
Index (Failures) stood at 49.2 in the same 
month, compared with 52.2 in November and 
56.1 in last December (February). 
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Stock markets had a somewhat weaker tone 
during early January; trading continued in small 
volume, however, with daily average turnover 
for the first two weeks of the month amounting 
to 712,519 shares against an average of 710,936 
shares during December (February). 
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Industrial trends in January were characterized 
by more irregularity than in the last quarter of 
1939; the drop in production during the first 
half of the month was not extensive on the 
whole, but new buying was said to be limited 
and backlogs rapidly diminishing (February). 


Since early last summer there has been a per- 
sistent decrease in the inflow of new funds into 
business activities; it is still continuing, and if 
it keeps on, and unless there is an important 
increase in war orders, it may help to cause a 
new downturn in manufacturing activity and 
trade (January 15). 


The explanation of the recovery in the bond 
market is to be found in the continuing huge 
surplus of available funds; although the excess 
reserves of member banks declined during 
November and early December, they held above 
the $434 billions at the lowest, and are already 
recovering (January). 





Chief among the less favorable conditions is 
the fact that the expansion in durable goods has 
not been accompanied by an important increase 
in the issuing of new capital securities; generally 
when business enterprises demand increased 
volumes of durable goods they sell new notes, 
stocks, and bonds to pay for them (January 15). 


While stocks have drifted more or less aim- 
lessly, prices of high-grade bonds have recovered 
along a broad front and in December most issues 
of top ratings were back to or above levels 
prevailing at the outbreak of the war (January). 





Large numbers of firms have been replenishing 
their depleted stocks of iron and steel; no doubt 
many of them have bought more than the 
amounts currently needed; but these newly built 
up inventories do not threaten curtailments in 
ordering because these firms will maintain their 
stocks while the war continues (January 15). 
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Most observers expect that the indexes of pro- 
duction will decline after December; these in- 
dexes are constructed to allow for a considerable 
seasonal rise during the first quarter, and from 
present operating rates no such rise is likely, or 
even possible (January). 





Cold weather aided store clearances, and retail 
trade during the first two weeks of January was 
estimated 5 to 12% above a year ago; the ad- 
justed Trade Barometer for November was 95.9, 
or 7.3% above November 1938 (February). 








rily average of 
ds at $3,396,- 
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The value of building permits issued in 215 
cities during December registered the first de- 
crease under the corresponding 1938 month 
recorded since July; permits totalled $76,636,- 
645, or 14.5% under the previous December 
and 24.2% less than in November (February). 


Federal computations of national income show 
that workers engaged in distribution—transporta- 
tion, wholesale and retail trade, and electric 
power—received in 1939 only 75% as much in 
wages and salaries as they received in 1929 
(January 15). 





Christmas retail sales improved after a slow 
start; department store sales have run satisfac- 
torily above last year, though the increase has 
not met expectations; trade reports say that re- 
tailers will have no troublesome carryover of 
merchandise, and hope for good buying at the 
January wholesale openings (January). 
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> Index stands 
167.3 a month 
1, 1931=100) 


In commodity as well as stock markets, the 
trend in the first weeks of 1940 was to slightly 
lower price levels, with trading listless; the 
Daily Wholesale Price Index sagged from 123.34 
on January 2 to 1222.34 on January 15 
(February). 
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sr Act amend- 
at the chances 
however, if the 
propriate per- 
ess is expected 
(January 13). 


Factory employment, which showed a less- 
than-seasonal decline in November and Decem- 
ber, finished the year at a level about 10 to 12 
per cent above the 1938 year-end (February). 


In 1939 individuals in production lines re- 
ceived only 70% as much in wages and salaries 
as they did in 1929, government employees re- 
ceived about 163% as much as was paid to 
them in 1929 (of course there were a great 
many more of them in the latter year than in 
the former one) (January 15). 
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Finland is efficient in the pursuits of peace, 
just as she is in the activities of war. The sta- 
tistical reports of the League of Nations, show 
that while the depression reached its low in 1931 
in that country, by 1934 production had risen 
well above the previous prosperity levels of 
1929 (January 15). 





The advance in the world price of wheat has 
been due to the short Argentine crop; to defi- 
ciency of Fall moisture in Canada; and to the 
certainty that there will be no subsidized exports 
from the U. S., owing to our own short crop; 
however, the world supplies are enormous (Jan- 


uary). 


Commodity prices declined after their first up- 
rush in September, but have reversed the trend 
again, with indexes of staple prices now back 
around the September peak; if this move is 
purely speculative, it will not go much further; 
but if interpreted as war inflation, it could pro- 
long the period of peak production (January). 








The recovery above old highs should bring 
wider understanding that remaining unemploy- 
ment is not due to any natural limit upon eco- 
nomic activity; in fact no such limit exists, either 
at the 1929 or any other level, short of the limit 
set by the available labor supply and productive 


machinery (January). 





The belligerents’ orders for aircraft will be 
limited only by our capacity; whether purchases 
will extend to other lines is not clear; Latin 
American trade continues good; the effects of the 
Neutrality Act were apparent in November ex- 
ports, which drop more than seasonally 


(January). 
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Packaging Conference 
Next Feature 


On AMA Calendar 





Meeting And Exposition On 
March 26-29 


The month of March in AMA activities 
will be featured by the holding of the 
annual Packaging, Packing and Shipping 
Exposition and Conference, which will 
take place on March 26-29, at the Hotel 
Astor in New York City. 


Henry J. Howlett, AMA Secretary, who 
has been in charge of arranging the pro- 
gram for the conference, this week an- 
nounced the detailed plans for the event. 
The sessions will cover virtually every 
important aspect of packaging and ship- 
ping, and will run concurrently, for the 
most part, over the course of three days. 
The Packaging Exposition will continue 
for a day after the conference is over. 


More than 60 speakers and chairmen 
will address the sessions on various pack- 
aging subjects. They will be men who 
have had outstanding experience in the 
three main phases to which the conference 
will be devoted: unit packaging; packag- 
ing machinery; packing and shipping. 


MANY HIGHLIGHTS 


Among the highlights of the conference 
will be the following: 


A Packaging Clinic: Twelve well- 
known industrial designers will form a 
clinic which will discuss the good and bad 
features of typical packages which will be 
shown in giant replicas. 


A Panorama of Progress: The newly 
developed packaging materials and proc- 








HENRY J. HOWLETT 





esses that have come into use recently will 
be discussed by experts in each field. The 
manufacturer will be given a panoramic 
view of the materials that the laboratories 
have created for his packaging needs. 


Pitfalls in Package Production: For an 
entire day, specialists in the field of pack- 
age production will discuss problems that 
commonly arise in such operations as: 
liquid filling, dry filling, wrapping, label- 
ing, cartoning, etc. 

Packing and Shipping Clinic: The ship- 
ping problems of a rubber company whose 
products range from pencil erasers to ten- 
ton lengths of hose will be discussed. 
Also, unusual shipping containers used 
by a large number of companies will be 
analyzed. 

The Clinics, an annual feature of the 
Conference, will be held during the 
afternoon sessions. Morning sessions will 
be devoted to the presentation of indi- 
vidual papers. 





CONFERENCE PLANNED 
FOR TOP EXECUTIVES 


Member companies were canvassed this 
month to determine whether top execu- 
tives would be interested in attending a 
special, off-the-record conference to dis- 
cuss major policy problems. The response 
was so predominantly in favor of a meet- 
ing of this type that a planning committee 
is already at work on preparing a program 
for a one- or two-day conference. It is 
expected that the conference will be held 
at the Waldorf-Astoria in New York City 
starting April 10. 


Among the suggestions to be submitted 
to the committee is the proposal that the 
program should be centered on the theme 
of building a healthy business structure. 


Specific topics mentioned most fre- 


quently by those who made suggestions ' 


are: (1) pricing and inventory policies; 
(2) the public’s attitude toward business ; 
(3) stabilization of employment—reduc- 





tion of unemploymeut costs; (4) rating 
executive positions—salary, bonuses and 
profit sharing; (5) responsibilities of 
directors, and changing trends in the 
makeup of boards; (6) top management’s 
job — planning, directing, coordinating 
and controlling company activities; (7) 
new aspects of relationships with em- 
ployees. 





Plans Under Way for 
Spring Production Sessions 


When the AMA Production Division 
announced its conference last November, 
it was stated that the Division had under 
consideration plans for a second confer- 
ence in the Spring—to be held somewhere 
in the East. The Production Council, 
under the direction of Vice President 
Raymond S. Perry, is now undertaking 
the preliminary work for this second con- 
ference—tentatively scheduled for May 
22 and 23. 


A check-list of possible subjects has 








Marketing Meeting 
Set For April 24-25 
In New York 


Wednesday and Thursday, April 24 
and 25, will be important dates for every 
executive with sales, advertising and 


| marketing responsibilities. On those days 


the AMA Marketing Division will hold 
its annual Conference at the Hotel Penn- 
sylvania, New York City. 


Preparatory work on the conference has 
already been initiated under the direction 
of Irwin D. Wolf, Vice President, Kauf- 
mann Department Stores, Inc., Pittsburgh, 
and E. O. Shreve, Vice President, General 
Electric Company, Schenectady. Messrs. 
Wolf and Shreve are respectively Vice 
Presidents of the AMA Consumer and 
Industrial Marketing Divisions. 


A check-list of important major topics 
that might be included in this year’s con- 
ference has already been sent to members 
in the Marketing Division, and others 
interested in the Division’s work. The 
Planning Committee and the AMA staff 
are also making personal checks to deter- 
mine the topics best suited for treatment 
this year. 


Major subjects at present under con- 
sideration by the Committee are: Prob- 
lems of Sales Personnel; Problems of 
Pricing ; Problems of Marketing Research; 
Sales Budgeting and Forecasting; Prob- 
lems of Legislation; Sales Presentations 
and Sales Tools; Advertising; Business 
Conditions. (Background information on 
the general economic situation at this 
time; possible trends; effect of the war; 
etc. ) 
already been widely distributed. Under 
consideration by the Planning Committee 
are: 

Training (Problems of Supervisory Training, 
Increasing Supervisory Effectiveness, Training 
in General); Time and Motion Study (The 
Problem of “Selling’’ Time and Motion to the 
Supervisory and Working Force, Techniques of 
Time and Motion) ; Wage and Salary Adminis- 
tration (Problems of Incentives, Job Evaluation, 
etc.) ; ‘“Human-Relations’ Problems (Getting 
Along With People, Improving Employee 
Goodwill, etc.); Improving Work Methods 
(Job Analysis, Work Simplification, Making 
the Working Force Enthusiastic About Improv- 
ing Methods, Suggestion Systems, etc.) ; Pro- 
duction Budgeting and Improved Production 
Scheduling; Improving Plant Routines (Plant 
Order Systems, Controlling Stock Room, Im- 
proved Records of Work-In-Process, etc.) ; 
Maintenance (Training for Maintenance, Sched- 
uling Maintenance, Maintenance on Incentives, 
etc.). 

Mr. Perry desires especially to have 
members indicate whether the Division 
should cover technical subjects on plant 
buildings, equipment and layout. Those 
who have not yet sent in their question- 
naire to AMA headquarters are urged to 
do so immediately. 





